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Recent Business Activity 


The big question in the minds of many New 
Mexico business men is, ‘How long can it last?” 
or “When will it break and how bad will it be?”— 
meaning, of course, the present high level of busi- 
ness activity and the much-feared aftermath. It’s 
a question that’s bothering businessmen every- 
where right now. And there are good reasons why 
it should. 

New Mexico’s farmers and ranchers this year 
have had a taste—a pretty bitter one—of reces- 
sion in a combination of drouth and falling prices, 
and New Mexico businessmen know that farm and 
ranch prosperity is intimately tied up with the 
State’s business prosperity. 

Here are some of the other things that are caus- 
ing worry: 

1. The sellers’ market which has prevailed al- 
most without interruption since 1942 seems to be 
coming to an end. In many lines there are more 
goods than can be sold at 1952 prices, and the 
business press is full of advice about how to deal 
with the “hard sell.” 


2. The postwar rise in prices seems to have 
stalled out in most lines; the inflation seems to 
have lost its impetus. But there’s still considerable 
upward pressure on business costs which, al- 
though they are also expressed as prices, almost 
always lag behind selling prices both on the up- 
swing and the downswing. The lag is putting, or 
threatening to put, a squeeze on the businessman. 

3. The construction boom also seems to have 
lost its drive, and the construction boom has 
sparked a good deal of the frenzied business activ- 
ity that New Mexico has enjoyed in the past six 
or seven years. There’s a question whether busi- 
ness conditions can stay at their present level 
without booming construction to bolster employ- 
ment and sales. 

4. There’s some disposition to blame all of these 
causes for concern upon another one—the drive 
for economy in government. The basic stimulant 
to much of New Mexico’s postwar boom has been 
the high and increasing rate of Federal govern- 
ment expenditures in the State. Spending for mili- 
tary and atomic energy installations has been most 
conspicuous, but perhaps equally important are 
stockpiling of minerals, policies to encourage oil 
exploration, loans and support prices for agricul- 
ture. The effects of some of these have been 
nation-wide, but they have had special impact in 
New Mexico because of our essentially agrarian 
and extractive economy. 


Another Depression Coming? 


All these things happening together have led 
some people to envision a repetition of the Great 
Depression—and soon. No one, of course, can 
guarantee that there won’t be another depression 
nor that it won’t be as bad as the last one, but 
present circumstances hardly, seem to justify such 
gloomy forebodings as some people entertain. 

During the past twenty years the course of busi- 
ness activity as measured by production, employ- 
ment, sales, and prices has been up—up—up, al- 
most without interruption. Consequently, the flush 
prosperity of the late twenties would seem like 
thin pickings to us today. Our perspective has 
been so warped that any cut-backs from recent 
levels raise howls of calamity. 

In many ways there cannot be a repetition of 
the depression of the thirties. The country has 
changed too much for that, and New Mexico of 
the 1950’s is a very different place in which to 
live and to do business than the New Mexico of 
the 1930’s or even the early 1940’s. To gain per- 
spective for the present, it’s worth considering 
some of the changes. 


Change No. 1: New Mexico’s population is 
nearly half again as big as it was in 1940. The 
measured increase in the State’s population from 
1940 to 1950 was double that of the Nation as a 
whole and the State’s population is still growing. 

Continued on page 10 
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® TRADING STAMPS — 


PAUL M. SEARS* 


HIs is a simple business, but it’s a crazy 
business. Don’t expect it to make sense.” 


With that warning from a trading stamp 
salesman, look at some recent examples of trading 
stamp fever in New Mexico: 

1) A woman bought $11.85 worth of groceries 
in an Albuquerque supermarket, and asked for 
her stamps. The store didn’t give them, and she 
wanted her money back. The manager obliged, 
but asked her as a favor to list the goods, buy the 
same list from a competitor who gave stamps, 
and then compare prices. She was willing, and 
came back after a while to report that the same 
list cost her 99c more at the place that gave stamps. 

She had paid about 8 per cent more for her 
groceries in order to get the stamps, which were 
worth at the redemption center only about 2 per 
cent of what she paid. When this was explained 
to her, she said she still preferred to have the 
stamps. 

2) A small hardware store signed up for 
stamps after several customers walked in and 
asked, “Do you give stamps?” The proprietor 
reported: “They would ask even before they said 
what they wanted to buy. And then they would 
walk out. Now that we give the stamps they still 
ask, but they don’t care what kind of stamps 
we give. They buy and take their stamps and go 
away happy. They must be saving every kind of 
stamp there is, and I don’t see how they’ll ever 
fill their books.” 

And consider these further opinions from 
interested parties: 

A stamp salesman urged his merchants: “Put 
the stamps out to your customers whether they 
ask for them or not. The only thing stamps are 
good for is to give away.” 

The manager of a large supermarket: “If we 
ever offer stamps, we won’t say we give them. 
We'll advertise that we sell stamps. You can’t 
give anything away in this business.” 

A stamp salesman: “If we knew any of our 
stores raised their prices to cover the cost of the 
stamps, we’d cut them off and give the franchise 
to someone else. The stamps are supposed to make 
money for the store.” 

Another supermarket manager: “You have to 
raise your prices an average, I’d say, of 4 per cent 
to cover the cost of the stamps.” 

Trading stamps involve big money for the 
* Mr. Sears is Publications Editor of the Bureau of Business Research. 
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ARE THEY GOOD FOR BUSINESS? 
WHO PAYS FOR THEM? 


stamp companies, for retailers, and in the mass, 
for the buying public. The above examples of not- 
exactly logical behavior, and of firmly held oppos- 
ing opinions, suggest that stamps also generate 
a lot of confusion and even antagonism. Fortu- 
nately, however, on many vital issues the testi- 
mony of stamp salesmen is in essential agreement 
with that of retailers. This article is based on a 
a sampling of the opinions of both groups. 

Trading stamps are catching on all over the 
country, except in the few states where they are 
banned. Denver, El Paso, and Phoenix have gone 
strongly for stamps, and the fever is currently at 
white heat in Albuquerque. 

The big jump in trading stamp business in 
Albuquerque has come during 1953, although the 
build-up has been underway since 1951. Since the 
first of the year three “major” varieties of trading 
stamps new to Albuquerque have appeared in 
local stores, and at this writing a total of seven 
— stamps are competing for public atten- 

ion. 

Stamps are going over big in some other New 
Mexico cities, too, although in a few places, such 
as Carlsbad, stamps are in the doghouse with both 
public and merchants, for the time being at least. 


On paper, stamp plans are simple. The retail 
merchant buys pads of 5,000 stamps from the 
stamp company salesman, usually at $15 a pad. 
The merchant gives one stamp to his customers 
for every 10c worth of purchases. Thus, the 
stamps cost him 3 per cent of his gross business. 
(In some stamp plans it amounts to 2 or 214 per 
cent of the gross.) The ultimate cost to the mer- 
chant is lowered by various discounts, by income 
tax savings, by possible gains in volume of bus- 
iness, and in some businesses by the fact that not 
all customers demand the stamps. 


What the Customer Gets 


The customer pastes her stamps in a saving 
book which in most stamp plans holds 1200 stamps, 
or the equivalent of $120 worth of the customer’s 
purchases. When the book is full she takes it to 
a “redemption center” maintained by the stamp 
company, and exchanges the book there for mer- 
chandise which is priced, not in money, but in 
so many filled stamp books per article. The books 
are worth roughly $2 to $2.50 at the center in 
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a retail prices of the merchandise offered 
ere. 

At $2.50 per book the customer gets back in 
merchandise about 2 per cent of her $120 worth 
of retail purchases. (At $2 a book the return on 
her purchases is about 1.67 per cent.) This return 
to the customer the stamp companies call “a bonus 
for paying cash,” “interest on the money you 
spend,” “equivalent to cash in your pocket.” The 
actual value of the return to the customer depends 
of course on whether she paid more for her orig- 
inal purchases than she would have if the store 
had not offered stamps. 


How the Retailer Benefits 


The retailer, who has paid to the stamp company 
an amount equal to 2 to 3 per cent of his gross 
sales, is supposed to benefit from the stamps in 
several ways. The stamp company grants him a 
more-or-less exclusive territory, theoretically 
larger than his existing trading territory, in which 
no competing business of his type is allowed to 
give the company’s stamps. Ideally, the company 
tries to line up blocs of non-competing retailers in 
the territory, so that the customers in that area, 
if they are sufficiently loyal to that brand of 
stamp, can collect the stamps on nearly all their 
purchases. The stamp company furnishes adver- 
tising signs and placards to the merchant, and 
when the competitive heat is on among stamp 
plans the merchant may get his business men- 
tioned in newspaper or radio advertising paid for 
by the stamp company. He also gets free stamp 
saving books to distribute to his customers. 

With luck the retailer who signs up with a 
trading stamp company will find that the stamps 
increase his volume of business. This can happen 
when the public is interested in saving stamps, 
and when the market area is not saturated; that 
is, when the merchants franchised to give stamps 
have enough competitors who do not offer stamps. 
It seems fairly obvious that luck of this sort can- 
not last, for competitors will take on rival brands 
of stamps in an effort to get back the lost business, 
or they will fight the stamps in other effective 
ways. 

This hoped-for increase in business is the stamp 
salesman’s most dependable argument, and the 
claim is often made that stamps can double a 
merchant’s volume. “That’s salesman’s talk,” one 
grocer who offered stamps commented. “Twenty 
per cent is more like it.” (The grocer, incidentally, 
was quite satisfied with his stamp plan.) And the 
manager of a new and ambitious stamp plan 
agreed that he would he happy if his participating 
merchants achieved a 20 per cent gain in volume 
of business. 

The cost of stamps to merchants—and to the 
U.S. Treasury—can be staggering if business does 
not increase and if prices are not raised. Consider 
the hypothetical example of a grocery store gross- 
ing, say, $230,000 a year: 


Without Stamps With Stamps 
Gross sales $230,000 $230,000 
Cost of merchandise 192,050 192,050 
Gross profit 37,950 37,950 
Operating expenses 29,900 36,110* 
Net profit 8,050 1,840 
Income tax 2,215 408 
Net after tax 5,835 1,432 
% net after tax 2.53 62 


* Including cost of stamps. 


Merchants who have shown good gains in vol- 
ume of business after taking on stamps are usu- 
ally convinced that stamps are helpful in building 
sales. We may point out however, that there are 
many reasons why business can increase, and 
stamps may not always be the sole cause. The 
merchant may operate in a town like Albuquerque 
which has enjoyed a tremendous population 
growth. He may be situated in a neighborhood 
which gets more than a proportionate share of 
such a growth. Competition may be slow to move 
in, and when it does, he may be enterprising 
enough to win out, with or without the use of 
stamps. 

But competition eventually will be attracted to 
an area where markets are expanding. When it 
arrives in force, merchants who take on trading 
stamps in a stamp boom at least protect them- 
selves against loss of business to competitors who 
give stamps. 


What the Stamp Company Gets 

Obviously the stamp company is in business to 
make a profit, and at the right time in a “ripe” 
community the profits evidently can be great. The 
time has been right in Albuquerque in recent 
months, due to intensified competition among 
retailers, and particularly among grocery stores. 
The number and size of retail outlets in Albu- 
querque is apparently catching up with the heavy 
postwar population gain. Actual and proposed cuts 
in government spending suggest also that Albu- | 
querque may no longer be expanding at a high 
rate. The situation has proven ideal for stamp 
company exploitation, aided by the fact that Albu- 
querque housewives have fallen hard for the nov- 
elty appeal of the stamps. 

A stamp company starting operations in such 
a situation has a number of expenses to meet, 
but even so benefits in an immediate financial way 
from its transactions with merchants. Since it 
takes several weeks or even months for most 
housewives to fill a book, the stamp company has 
the use of the money paid for the stamps for some 
time before redemption claims are placed against 
it. The difference between the 3 per cent collection 
on the merchant’s gross, and the approximately 
2 per cent eventually returned in merchandise to 
the stamp-saving customer is increased by the 
profit made on the goods turned over at the 


redemption center. Some stamp salesmen, in fact, 
insist that the only appreciable profits in the 
stamp business are those made on redemptions. 

Not all the stamps accepted during retail trans- 
actions are redeemed, and these throw-aways are 
another source of profit to the stamp company. 
Estimates by stamp salesmen of the number of 
stamps thrown away run from 2 per cent to 40 
per cent, with 15 to 20 per cent most frequently 
mentioned. 

The literature of one stamp company, addressed 
to its salesmen, suggests what the company ap- 
parently feels is a fair split of the take from 
the merchants. In a sample salesman’s report, for 
every $15 collected from a merchant for a pad 
of stamps, the salesman retains $5.31 in com- 
mission, places $4.12 against potential redemp- 
tions, and forwards $5.57 to the home office. (The 
salesman’s commission in this case included a 
number of new accounts, and it seems likely that 
as these re-order, a greater percentage of the 
revenue might go into redemptions and to the 
home office.) The gross margin to the stamp com- 
pany in the example given is 37 per cent, and the 
company evidently plans on returning to the con- 
sumer, initially at least, 0.825 per cent of all pur- 
chases on which stamps are given. 


Why People Save Stamps 


Certain types of businesses are highly vulner- 
able to public demand for trading stamps and to 
the arguments of stamp salesmen, while other 
types are virtually immune. Grocery stores are 
almost always the stamp company’s major ac- 
count, in volume if not in number of stores, in a 
community or area. Filling stations often partici- 
pate heavily in stamp plans, too, as do hardware 
and variety stores. 

Grocery selling is highly competitive and in- 
volves large-volume sales, creating attractive op- 
portunities for stamp salesmen. Most important 
of all, grocery stores are the haunts of housewives 
with money in their purses. Trading stamps, it 
repeatedly appears, succeed because they succeed 
with housewives. Men save stamps, but usually 
because, “I wouldn’t dare buy anything and not 
take her home some stamps.” Often enough (al- 
though each stamp salesman will protest with 
anguish that this is not true) the little woman is 
interested in “stamps” in general, and not in any 
one brand of stamps. 

If men save stamps to keep peace in the house- 
hold, women save for stronger reasons. Here are 
the views of two grocers, each of whom offers 
trading stamps: 

“The main motive of people is greed. They want 
something for nothing. And they think they’re 
getting it with stamps.” He added, “Of course, 
they’re wrong.” 

“Stamps are a way the housewife can save. She 
only gets so much money for groceries, and she 

could never buy some of the things she wants out 


of that, like a lamp or a nice set of dishes. But 
she can get them with stamps and never notice 
the difference.” 

Whether the true reason is the cynical or the 
charitable one, or something deeper still, house- 
wives are the ones who want trading stamps, and 
in the height of a stamp boom merchants and 
stamp company representatives agree that 60 to 
80 per cent of the housewives in an area are stamp 
savers. 


Stamps Make Problems for Merchants 


The grocer, faced with this inconvenient item 
of feminine psychology, has a number of possible 
choices. He may not give stamps—and many 
grocers do not, even in the peak of stamp excite- 
ment in a community—but you can be sure that 
he is continually calculating his position with 
regard to the potential good or harm stamps can 
do him. 

The grocer can fight the stamps. He can run 
ads such as those currently appearing in Albu- 
querque papers: “If stamps were free we’d give 
them too.” He can offer, as one supermarket oper- 
ator in New Mexico has done recently, to give 
$500 to anyone who will make a real fight against 
trading stamps. He can go in for premium mer- 
chandising on his own, or he may drastically lower 
prices as long as he can stand it, in the hope of 
making Mrs. Housewife price conscious and get- 
ting her mind off trading stamps. One grocery 
chain that is still resisting stamps offers a 5 per 
cent cash discount on groceries one day a week 
in certain cities. 

Businessmen can also try to put the hotfoot to 
trading stamps by legislation. It has been tried 
repeatedly in practically every state in the Union 
and the stamp companies have won nearly every 
court fight. Only two or three states at present 
effectively prohibit or cripple trading stamp oper- 
ations by law, among them Wisconsin and Kansas. 

Finally, the grocer may combine with his op- 
pressed fellows and agree to conduct competition 
without trading stamps. Stamp companies have 
been put out of business in some communities by 
losing their grip on retailers in this fashion, par- 
ticularly when stamps show signs of waning popu- 
larity. 

However, stamp companies are tending increas- 
ingly to enter into close business association with 
their largest retail accounts in each community— 
usually a supermarket or chain grocery—to the 
extent that it is a common practice for the retailer 
to own an interest (often 51 per cent) in the local 
redemption center. Thus tied to the stamp plan, 
that retailer often cannot or will not agree to drop 
the stamps, and so concerted action by a group of 
merchants becomes more difficult. 

The grocer’s other alternative is to pick out the 
best stamp plan that may be available to him, 
and sign up. When the stamp fever reaches full 
steam in a community, as in Albuquerque at pres- 


ent, most of the major retail food outlets may end 
up giving stamps, and many of the smaller stores 
will offer them too. 

Once signed up, the grocer may decide that 
stamps are a definite asset to his business. But 
judging from interviews with grocers in Albu- 
querque and other New Mexico cities, he is more 
likely to feel disgruntled, imposed on, and alarmed 
at the financial drain stamps place on his business 
operations. Consider some of the problems stamps 
bring to his business: 

There are, for example, three ways a merchant 
can give out stamps. He can give them to every- 
one who buys, indiscriminately. He can ask if the 
customer wants stamps before giving them. Or he 
can advertise the stamps but give them only on 
the customer’s request. 

The first method creates the maximum financial 
drain on the merchant, a full 2 to 3 per cent of his 
gross, depending on what the stamps cost him. 
By asking the customer, or making the customer 
ask, giveaways can be cut, since, as we saw, only 
60 to 80 per cent of customers may save stamps. 
But this can be suicidal, at least in the grocery 
business. 

One grocer says: “Stamps slow down activity 
at the check-out stands and add to my labor costs. 
It would add just that much more if my clerks 
had to stop and ask everyone if they wanted 
stamps. It’s cheaper simply to hand out the stamps 
when you take their money.” 

Another, hitting perhaps closer to the mark, 
said, “If you make people ask for the stamps 
you’re doing them a favor and so they aren’t get- 
ting the stamps for nothing. Sooner or later they’ll 
get sore and trade elsewhere.” 

Faced with this fixed drain on his gross receipts, 
the grocer may decide to drop the stamps. In 
Albuquerque, what happens in that case appar- 
ently depends on where the store is located. Sev- 
eral merchants in the downtown and valley sec- 
tions who dropped stamps lost some business, 
“but we got back on a profit basis.” The Albuquer- 
que Heights, noted for its phenomenal postwar 
growth and solid purchasing power, evidently 
cares less about petty-cash savings, and can afford 
to indulge fully the newly-acquired appetite for 
trading stamps. One merchant in the Heights who 
tried to drop stamps a few months ago lost 80 
per cent of his business in two weeks and had to 
crawl back on the stamp wagon. 

Two possibilities remain for financial relief in 
such a situation. The stamps may “pay for them- 
selves” by increasing the volume of business. As 
we have suggested, this relief is likely to be only 
temporary. Or the grocer can raise his prices. 


The Price-Rise Problem 

Raising prices to cover the cost of stamps is, 
understandably, the most ticklish aspect of trad- 
ing stamps to investigate. Even so, in the course 
of several dozen interviews with retailers and 


stamp salesmen, only two flatly insisted that no 
price rise was necessary. One stamp salesman said 
agitatedly, “You can’t afford to look at it that 
way! You’ve got to consider the benefits to the 
consumer!” Those benefits are considered else- 
where in this article. 

Other salesmen tacitly admitted that a price 
rise is usually necessary, although some insisted 
“not for the full cost of the stamps.” (They were 
right in so far as some of the cost can be written 
off on income tax as advertising expense.) Others 
made such statements as, “You shouldn’t have to.” 

Most retailers using stamps, were cautious 
about stating that they had raised their prices, 
but were equally cautious about making outright 
denials. One grocer, who has carried stamps only 
two weeks, said, ‘““We haven’t raised yet, but we 
may have to.” Unanimously, retailers who did 
not offer stamps were convinced that they would 
have to raise prices if they did offer them. The 
grocer quoted earlier who estimated a 4 per cent 
rise was necessary to cover the cost of stamps, 
allotted 3 per cent to the stamp company, and the 
additional 1 per cent to compensate for the added 
labor and accounting costs involved. 

The question is a touchy one to stamp salesmen, 
who rely strongly on their pitch that stamps “pay 
for themselves” by increasing business. It is 
touchy to grocers, who consider that they com- 
pete with one another in price as well as in quality 
and service. And of course, if price rises were 
freely admitted, the “something for nothing” 
principle would fly out the window. The evidence 
seems to be inescapable, however, that someone 
has to pay for the stamps. 

In the initial stages of a stamp boom, the com- 
petitor who fails to offer stamps may pay heavily 
in lost business. As stamps saturate an area and 
the stamp-giving merchants are forced to raise 
their prices, their customers will increasingly be 
the ones who pay. Likewise, the merchants who 
take stamps and cannot raise their prices or 
permanently increase their volume of business will 
pay for the stamps out of their profits. 

Heavy competition makes rich soil for the 
growth of trading stamps, especially if the buying 
public is not particularly price conscious. The 
most striking thing about a trading stamp boom 
is the public willingness to buy for the sake of 
the stamps. The urge to save stamps, which one 
stamp salesman shrewdly calls “the romance of 
stamps,” seems to override the question of price 
savings among large numbers of buyers. 

Those grocers who acknowledged that they 
raised their prices to cover the cost of stamps also 
said that the increases had lost them no business 
at all. “The public wants stamps. They don’t even 
look at the prices,” said one. “I’m in the stamp 
business, not in the grocery business,’ another 
agreed disgustedly. 

However, price rises do not always go smoothly 
down the public gullet. Small neighborhood gro- 


cery stores for instance, operate on a more pre- 
carious financial margin than the large super- 
markets, and commonly approach trading stamp 
propositions with more misgivings than anyone 
else. For even a slight additional markup in a 
small store can drive customers away. The small 
stores often give stamps a try, and they often 
get burned. “We nearly went broke, and we had 
to drop them,” one disillusioned small proprietor 
said. “We didn’t lose any of our regular customers 
when we quit giving stamps, although we lost a 
few that came from across town just to get the 
stamps.” 

Sometimes, it is true, trading stamps can be 
exceedingly helpful to small hardware, variety 
and cleaning stores in the neighborhood of a 
large supermarket. They may pick up a lot of 
business if they offer the same trading stamp as 
the supermarket. This is no comfort to the small 
grocer, however, who is competing with the super- 
market, and usually cannot get a franchise for 
that stamp if he is located in the same part of 
town. 

Stamp salesmen, in turn, sometimes show less 
patience toward small stores than toward large 
ones. “They gripe too much, and give us too little 
return,” one salesman said. The oldest and most 
successful stamp company in existence, on the 
other hand, shows plenty of solicitude for the 
small “supporting accounts,” which may be one 
reason for its success. 

If the merchant is able to stay in business and 
give out stamps, he may have additional head- 
aches. One is the of offering ‘double 
days,” on which twice as many stamps as usual 
are given per purchase. Sometimes the stamp com- 
panies pay the extra cost of double days. If not, 
they cost the merchant twice the drain on his 
gross income. One grocer in Roswell tried double 
stamps on Wednesday, but soon quit. His Wednes- 
day gross nearly tripled, “and then my part-time 
help on Saturday stood around with nothing to do.” 

One annoyed grocer in Albuquerque offered 
triple stamps one day to find out how much pull- 
ing power such a stunt would develop. He was 
swamped with business, but the offer was not 
repeated. This event spread alarm among stamp 
salesmen, who foresaw that it might be the start 
of a retailer’s prairie fire that could drive them 
out of business. 


Competition Among the Stamp Plans 

Since grocers compete through stamp plans, the 
stamps inevitably compete among themselves, 
both for the grocers’ and for the public’s favor. 
As mentioned previously, stamp companies may 
offer an interest in their local redemption center 
to one large supermarket or chain grocery in a 
community. The grocer then shares in the profits 
of the redemption center, which has the effect of 
reducing or eliminating his cost of giving stamps, 


and is intended to make him an enthusiastic rather 
than a reluctant participant in the plan. 

Instead of part-ownership the stamp company 
may offer attractive discounts to big-operation 
stores. One company advises its salesmen to make 
such offers only if the account cannot be signed 
up in any other way. The reduced profits can 
usually be made up by the greater ease in securing 
smaller supporting accounts from nearby stores. 

At the opposite end of the retail scale, some 
companies are reported to offer discounts to small 
merchants, scaled to the smaller volume of bus- 
iness done, since it is generally recognized that 
the cost of stamps works a greater hardship on 
the small business. 

And the average-sized business is commonly 
offered discounts on bulk purchase of stamp books. 
A stamp plan that costs a merchant 3 per cent 
of his gross if he buys one pad at a time, may 
cost him only 2.8 per cent if he buys ten pads at 
once, with even greater savings for still larger 
purchases. 


Redemptions 

The public meets the stamp plans twice, at the 
retail stores and at the redemption center. The 
redemption center, more than any one factor, is 
the key to success or failure of the stamp plan. 
Storekeepers may express their contempt for “bits 
of colored paper,” but the public, having saved 
its stamps, wants something valuable for them, 
and wants “service” as well. If the center is out 
of town, if it is poorly stocked, unattractive, or 
unaccommodating, or if the goods are unwisely 
priced, the resulting bad impression can sink the 
stamp plan. Stamp company representatives say 
feelingly that the public is harder to deal with in 
the redemption center than in any ordinary retail 
operation. Since the filled stamp book is good only 
at the redemption center, the housewife has lost 
her usual prerogative of comparison shopping, and 
this may account for some of the troubles arising 
from redemptions. 

However, the more stamp companies competing 
in an area, the fiercer becomes the competition at 
the redemption centers. As a result, the stamp- 
saving housewife usually finds an increasingly 
satisfactory assortment of goods available at the 
redemption center, with emphasis on nationally- 
branded appliances and utensils, luggage, furni- 
ture, etc. While dollar-equivalent prices are rarely 
if ever posted on this merchandise, most stamp 
companies make a conscientious effort to keep 
prices in terms of stamp books no higher than 
prices in stores that sell the same goods for cash. 

Larger retailers who participate in stamp plans 
usually pay close attention to the local redemption 
center. This is one place where they can return 
the economic pressure of the stamp salesmen, by 
insisting on high standards to keep their custo- 
mers happy. Combined customer and dealer pref- 


erences, therefore, tend to raise the quality and 
variety of merchandise offered in the center. The 
price of some of the merchandise may also be 
lowered if competing stamp plans come out with 
equally elaborate redemption centers. 

One Albuquerque redemption center is currently 
the key to an attempt being made by the stamp 
company to extend the appeal of trading stamps 
to the male half of the adult world. Admittedly 
an experiment, the center is stocking excellent 
quality shotguns and rifles and other sporting 
equipment of purely male appeal. The experiment 
has great potentialities and perhaps equally great 
obstacles to overcome, for men tolerate. but do not 
enjoy trading stamps the way women do. 

One company has no redemption center, but 
arranges for filled books (requiring 1440 stamps) 
to be redeemed by the participating merchants 
at a fixed value of $3.00 per book, which amounts 
to 2 per cent of the saver’s purchases. The com- 
pany pays the merchant $3.00 in cash for each 
book which he redeems. The merchants thus make 
their normal markup on the goods which the 
customer takes in redemption. In this plan the 
merchants pay the customary $15 for a pad of 
stamps, of which a maximum of $10.50 can go 
for redemptions. Again, this company makes an 
additional profit on unused stamps. 


Do Stamps Benefit a Community? 


Trading stamps evidently create no useful prod- 
uct. They probably do entice people to save who 
otherwise might fritter their money away. But 
in the tedious process of selling, saving, and 
redeeming stamps so much time and effort is 
wasted, and so much cost is thereby added to the 
final transaction, that stamps appear to be an 
expensive way to save. 

Stamps in many cases increase the merchant’s 
business, and if he is enterprising this may be in 
large part a permanent gain, whether the stamps 
thrive or die in his community. If the merchant 
is one of the few large enough to be favored with 
a partnership in the stamp company’s redemption 
center, he may have formed a business connection 
of great value, for it will be to the stamp com- 
pany’s interest to see that he remains solvent and 
in a good competitive position in the community. 

Whether the stamps benefit all or even a major- 
ity of the merchants in a community, however, 
is a more doubtful matter. In the case of stamp 
companies with out-of-town headquarters, much 
of the money collected for stamps leaves the com- 
munity and is not spent there again. The local 
merchants who sell appliances and other goods 
offered in the redemption centers may also ques- 
tion if the stamps are a benefit. Sellers of local 
advertising may sometimes have cause for com- 
plaint, for if stamps cost the merchant heavily 
he may use no other advertising. At the peak of 
a stamp boom, however, stamp companies and 
larger merchants go on advertising sprees, in 


which they “advertise stamps instead of grocer- 
ies.” Local newspapers and radio stations may 
benefit considerably at such a time. At any event 
it is manifestly impossible for all the businesses 
in a community to benefit from trading stamps 
through increased volume. 


Are Stamps Here to Stay? 


Stamps in time past have tended to run cycles 
in communities, appearing at first sporadically, 
then catching hold with a strong upsurge of pub- 
lic interest and spreading from store to store as 
the competitive position of the merchants changes 
with increased public demands for stamps. At 
the same time competing stamp plans are quick 
to sense a “ripe” area, and move in. As in Albu- 
querque at present, local businessmen may estab- 
lish their own stamp plan to conserve some of 
the rich profits for themselves and their com- 
munity. Often these local plans are “back-fires”’ 
set up in self-defense, which the owners will gladly 
liquidate as soon as stamps show signs of losing 
the public’s interest. 

Trading stamps are usually associated with 
business depressions, but evidently sharp and 
growing competition in times of prosperity (with 
a public somewhat indifferent to price saving) is 
enough to trip off a boom in saving stamps. Once 
started, the lure of saving-by-collecting keeps 
the public sufficiently interested to carry the boom 
to tremendous heights in volume of business af- 
— and consequently in profit to the stamp 
plans. 

The let-down which usually follows is fully 
expected by wise stamp salesmen. The stamps 
dwindle in novelty and gradually disappear from 
the community. Only the most conservative and 
well-financed stamp plans can hold on in such a 
decline, and the mortality among the upstarts is 
heavy. “As soon as the public gets tired of the 
stamps, the merchants will drop them,” said one 
candid stamp salesman, “because to a man the 
merchants don’t like the stamps.” And the same 
salesman indicated that the more stamp plans get 
into the act, the quicker the golden shower of 
profit will trickle to a stop. “When they get too 
many different stamps in town, and the housewife 
gets confused and tired, of saving them, then the 
stamps are on the way out.” 

One formula more reliable than public apathy 
for elimination of trading stamps is an upsurge 
in business, or any bettering of the competitive 
position of stores generally. World War II killed 
most of the Depression-born stamp plans by mak- 
ing goods so scarce that retailers could sell what- 
ever they could get without any artificial incen- 
tives. And the peacetime boom market that fol- 
lowed the war gave the stamps scanty pickings for 
a while, for much the same reason. 

Now the situation has changed for retailers, 
even though prosperity has not yet run for cover. 
Stamps are in the saddle, and a pressing question 


- many merchants is, how long will they stay 
ere? 

In many parts of Texas trading stamps have 
held on tenaciously for the last three years. Tak- 
ing heart from such apparently sustained condi- 
tions, some of the stamp salesmen think the 
“cycle” days are over, and stamps are here to stay. 
If this is so, it may be that retailers will have to 
learn to live with stamps for a long time. 

But maybe not forever. The public still holds 
the whip hand. An Albuquerque stamp salesman 
says that a store taking his stamps should show 
a satisfactory increase in volume of business 
within three months, roughly the time it should 
take a housewife to fill her first stamp book. In 
its Texas operations, with a three year headstart, 
the same stamp pian is content if the merchant 
gets the hoped-for results within siz months. Evi- 
dently the “romance of stamps” does fade, today 
as in the past, however slowly. 


Legal Control of Stamp Plans 


Some merchants will never be content with a 
slow fade-away of the stamps. Discontent of that 
sort in the past has often led to legislation and 
litigation against trading stamps. 

In many states during the last 70 years laws 
have been passed seeking to directly outlaw, or 
else financially cripple trading stamp operations. 
With few exceptions, court decisions have invali- 
dated these laws. 

The Kentucky Supreme Court, for instance, in 
1915 held that trading stamps are “merely one 
way of discounting bills in consideration for im- 
mediate payment in cash, which is a common 
practice among merchants, and is doubtless a 
popular method, and advantageous to all con- 
cerned, and it is not obnoxious to public policy.” 

The following year the United States Supreme 
Court racked up one of the few telling legal blows 
against trading stamps. The court held that the 
trading stamp business, as ordinarily conducted, 
is of such questionable nature as to its possible 
detrimental effects that it may be prohibited 
directly or indirectly by the state in the exercise 
of the police power. “The schemes . . . rely upon 
something else than the article sold. They tempt 
by a promise of a value greater than that article 
and apparently not represented in its price .. . 
by an appeal to cupidity. This may have the seduc- 
tion and evil of . . . a lottery,” said the Court, 
adding that trading stamps might be “advertising 

. in kind or effect subversive of public order 
or convenience.” 

Possibly encouraged by this decision, the Utah 
legislature in 1917 laid a tax of 50c per 1000 on 
trading stamps. In 1921 the Utah Supreme Court 
ruled that this tax constituted undue discrimina- 
tion, calling it “legislation designed to drive out 
of business a successful competitor.” 

The Oregon legislature put a 5 per cent excise 
tax on the gross receipts of trading stamp com- 


panies, and this tax was soon held unconstitutional 
in the state courts. (In New Mexico trading stamp 
companies are liable to the 2 per cent State school 
tax on their receipts from sales of stamps, and 
must collect another 2 per cent of the retail value 
of the merchandise turned over in their redemp- 
tion centers. But none of this taxation involves 
legislation directed specifically or solely against 
trading stamps.) 

In California a license tax of $200 per quarter 
was charged merchants using stamps. In holding 
the law unconstitutional, California courts pointed 
out that this tax was eight times the largest tax 
charged any business not using stamps. 

New Hampshire in 1930 tried to control trad- 
ing stamps by requiring a deposit or bond of 
$10,000, plus fees ranging from $250 to $1000, 
plus an excise tax of 10 per cent of the amount 
of sales of stamps, plus an additional tax of 3 
per cent of the gross receipts of the stamp com- 
pany. The New Hampshire courts were not im- 
pressed by the dogged thoroughness of this 
approach, and held that the act amounted to 
unconstitutional interference with the right to 
acquire and possess property. The same decision 
held that the United States Supreme Court deci- 
sion of 1916 was not binding on state courts in 
their duty to interpret the state constitution. 

A court test in Pennsylvania in 1939 resulted 
in the decision that trading stamps did not violate 
the Pennsylvania fair trade act; however the Wis- 
consin Supreme Court in 1941 upheld an act forti- 
fying the policies of the Wisconsin fair trade act, 
prohibiting stamps on fair-traded items. Wiscon- 
sin today is thus one of the few states where 
stamp plans are legally limited. 

These Pennsylvania and Wisconsin decisions 
are evidently the basis of the uncertainty in New 
Mexico whether drugstores can give trading 
stamps on fair traded items. Druggists in New 
Mexico have fairly consistently resisted trading 
stamps, using the argument that stamps cannot 
be given on fair-traded items. The druggists in 
the State who do give stamps, however, often if 
not always give them on fair-traded goods. 

The New Mexico legislature in 1933 attempted 
to control trading stamps by requiring a license 
of $1000 per year in every county in the State in 
which the stamp company proposed to operate. 
This law was repealed by the 1951 legislature, 
and since then trading stamps have operated with- 
out restraint in the State. By the time the legis- 
lature met again, early in 1953, some New Mexico 
merchants were sufficiently alarmed to attempt 
to use their influence to reintroduce control of 
trading stamps. The House passed a proposal to 
require each stamp company to post a $50,000 
bond to do business in the State. The Senate 
amended this bill, and the revised version was 
killed in the final legislative jam in the House. 
Another proposal considered by the legislature 
was a license tax, graded by size of county issuing 


the license. Bernalillo county alone would have 
taxed stamp companies $10,000 under this bill, 
and the members of the Legislature considered it 
an unfair measure and killed it. 

Some of the opponents of stamps in New Mex- 
ico, not being able to lick them, have j’ined them 
and are now backing local stamp plans. If stamps 
continue to be profitable these businessmen may 
possibly be counted on the other side of the issue 
when the next legislature meets, 18 months a? 
now. 


Recent Business Activity 
Continued from page 2 


But the increase in mere numbers of people has 
probably been the least important of all the 
changes. 


Change No. 2: The population today is greatly 
different than it was in 1940; it lives differently 
and it thinks differently. During the first part of 
the 1940 decade New Mexico lost more than one- 
fifth of its 1940 population—mostly to the armed 
services and to jobs in other areas. From 1945 to 
1950 it gained by in-migration some 120,000 per- 
sons. These people, together with those added by 
births, gave New Mexico a population of which 
nearly one-third was new to the State since 1940. 
It seems likely that migration has added another 
20,000 to 30,000 people since 1950. These new New 
Mexicans have many backgrounds, attitudes, 
prejudices, and drives quite different than those 
which characterized the 1940 population. 

The present population of New Mexico lives 
differently and in different places. The number of 
people living in towns and cities nearly doubled 
between 1940 and 1950, while the number living 
on farms decreased by one-fourth. Consequently 
the nonfarm population is now considerably larger 
than the total population in 1940. This movement 
to the cities has been a nation-wide trend for 
decades, but only recently has it been quite marked 
in New Mexico, as can be seen from Table I. 


Tabie I 
RESIDENCE OF NEW MEXICO’S POPULATION 


Urban Rural Nonfarm Rural Farm 
Per cent Per cent Per cent 
Number of total Number of total Number of total 
1920 64,960 18.0 134,848 37.4 160,542 44.6 
1930 106,816 25.2 158,595 37.5 157,906 37.3 
1940 176,401 33.2 178,303 33.5 177,114 33.3 
1950 314,636 46.2 233,903 34.4 132,648 19.4 


Source: U. S. Census. 


Such drastic changes in the population have 
naturally altered the market for goods and serv- 
ices. Equally important in this respect, however, 
has been— 


Change No. 3, a tremendous increase in employ- 
ment. In 1940 New Mexico was only beginning to 
emerge from the Depression. Participation in the 
labor force was near the lowest in the country. 
(Labor force may be defined as those at work plus 
those unemployed looking for work.) Even so, 
only 78.8 per cent of those in the labor force were 
working, other than on public emergency work. 
This was the lowest percentage of employment of 
any state in the Union. At the same time, as can 
be seen from Table II, a larger proportion of the 
labor force than in any other state was employed 
on public emergency (relief) work, and the pro- 
portion of the labor force looking for work, 12.1 
per cent, was exceeded only in New York, Penn- 
sylvania, and Rhode Island. 


Table II 


DISTRIBUTION OF THE LABOR FORCE 
Per Cent of 1940 Labor Force— 


Employed 


(except on On 
public Publi 
emergency Emergency Seeking 
work) Wor Work 
New Mexico 18.8 9.1 12.1 
United States 85.6 48 9.6 
States which were RL: 12.3 
worse than none none yt 26.7 
New Mexico Pa.: 14.4 


Source: U. S. Census. 


By 1950, 94.6 per cent of New Mexico’s labor 
force was employed (It was 95.2 per cent for the 
Nation) even though there were 52,000 more peo- 
ple in the labor force than there were in 1948. 
Total jobs had increased from 140,300 to 206,500, 
and by 1953 total employment was around 
233,900. This higher level of employment has been 
accompanied by— 


Change No. 4: Many New Mexicans today make 
their living in entirely different ways than they 
did in 1940. They work for different types of busi- 
nesses (i.e., the industrial distribution of employ- 
ment has changed), and they work in different 
types of jobs (i.e., the occupational distribution of 
employment has also changed). In brief, the 
changes in industrial distribution, shown in detail 
in Table III, look like this: 


1. Fewer people are farming and ranching and 
many more are working in town. 


2. Proportionately more workers are employed 
by the government. 


38. Proportionately more are working for wages 
and fewer are self-employed or unpaid fam- 
ily workers. 


4. Proportionately more are employed in fi- 
— transportation, other services, and 
ade. 
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Table III 


INDUSTRIAL DISTRIBUTION OF EMPLOYMENT IN NEW MEXICO 
April—1940, 1950, and 1953 


1940 


1950 


Per cent Per cent ‘ Per cent 
Number of total Number of total Number] oO 
Total Employment 140,269 100.0 206,464 100.0 233,900 100.0 
Private workers 123,148 87.8 174,318 84.4 194,500 83.2 
Agricultural 44,587 31.8 37,728 18.3 6,000 15.4 
Nonagricultural 78,561 56.0 136,590 66.1 158,500 67.8 
Mining 8,795 6.3 10,493 5.1 15,000 6.4 
Construction 6,039 4.3 20,685 10.0 16,500 Ta 
Manufacturing 8,920 6.4 12,070 5.8 18,500 19 
Transportation & Utilities 8,960 6.4 15,303 74 20,600 8.8 
Trade 21,610 15.4 38,963 18.9 49,500 21.2 
Wholesale 2,947 2.1 5,501 2.7 7,250 8.1 
Retail 18,663 13.3 33,462 16.2 42,250 18.1 
Finance, Insurance 
& Real Estate 1,953 1.4 4,373 2.1 8,400 3.6 
Services 20,020 14.3 29,645 14.4 30,000 12.8 
Business 2,925 2.1 5,794 2.8 ) ( 
Personal 11,429 8.2 13,546 6.6 ) no ( 
Amusements 1,007 0.7 1,902 0.9 ) estimate ( 
Professional 4,659 3.3 8,403 4.1 ) ( 
Unclassified 2,264 1.6 5,058 2.4 ) ( 
Government workers 17,121 12.2 32,146 15.6 39,400 16.8 
Public Administration 6,265 4.5 13,580 6.6 =. 
Others 10,856 7.7 18,566 9.0 ) estimate ( 
Total Nonagricultural 95,682 68.2 168,736 81.7 197,900 84.6 


Source: U. S. Census. 
5. Proportionately more are employed in con- 
struction. 


Briefly, the changes in the occupational distri- 
bution of employment, as can be seen from Table 
IV, look like this: 


1. More are employed in the professions and as 


Table IV 


OCCUPATIONAL DISTRIBUTION OF EMPLOYMENT 
IN NEW MEXICO 


Per Cent of Total 
Occupation 1940 1950 
All occupations 100.0 100.0 
Professional and technical workers 8.2 10.1 
Farmers and farm managers 19.1 10.1 
Managers and officials (ex. farm) 91 101 
Clerical and sales workers 11.0 15.3 
Craftsmen and foremen 92 138.5 
Operatives 143 138.1 
Workers in private households 3.9 2.4 
Service workers 6.4 19 
Farm laborers 12.4 2.1 
Laborers (ex. farm and mine) 5.6 7.5 
Occupation not reported 0.8 2.3 


Source: U. S. Census. 


technicians (radio, drafting, laboratory, and 
instrument workers, etc.), and fewer are 
employed as operatives (the rung below 
technicians, including bus drivers, meat cut- 
ters, deliverymen, switchmen, etc.). 


2. More are employed as craftsmen (masons, 
electricians, machinists, etc.), and fewer ag 
common laborers. 


8. More are in clerical and sales work and 
fewer are in domestic service. 


Such changes make for generally better and 
steadier incomes. Nonagricultural employment 
usually pays higher money incomes than agricul- 
tural pursuits. Even those who depend on agricul- 
ture for a living are now relatively better off, and 
for two reasons: total agricultural income is 
larger (320 per cent more than in 1940), and there 
are fewer people to share it. Moreover, fewer in- 
comes are directly subject to the vagaries of agri- 
cultural production and prices. 

If you relate the new character of employment 
to the 1949 median incomes of men working in 
various industries in New Mexico (shown in Table 
V), you see that the changes have generally been 
away from lower income industries and occupa- 
tions toward the higher paid ones. Which brings 
us to— 


Table V 


MEDIAN INCOMES OF MALE WORKERS 
New Mexico—1949 


Finance, Insurance, and Real Estate $3,792 
Mining 3,598 
Public Administration 3,109 
Professional Services 3,065 
All Government Workers 2,880 
Transportation and Utilities 2,812 
Manufacturing 2,656 
Trade 2,619 
Business Services 2,507 
Construction 2,472 
All Self-Employed Workers 2,424 
All Workers 2,415 
All Private Wage Workers 2,348 
Entertainment 2,029 
Personal Services 1,986 
Agriculture 1,300 


Source: U. S. Census. 


Change No. 5: The general level of income in 
New Mexico (even after discounting the effects 
of inflated prices) is considerably higher today 
than it was a decade ago. This is the most impor- 
tant consequence of the changes in employment; 
more people have more money, relative to their 
cost of living, and because of their better employ- 
ment, they are more willing to spend it. 

In 1940 the per capita income of New Mexicans 
was $356, only 62 per cent of the national average. 
By 1950 it had risen to $1,133 and was 79 per cent 
of the national per capita income. In 1951 it again 
rose, and at $1,301 it was 82 per cent of the in- 
come of the average American. Although the fig- 
ures for last year aren’t in yet, it’s a good bet that 
od Mexicans improved their position again in 

With a larger and different population, better 
employed and with better incomes, you might well 
anticipate— 


Change No. 6, a change in the buying and spend- 
ing habits of New Mexicans. All of the changes 
reviewed above have contributed to important 
changes in the character (or quality) of the mar- 
ket for goods and services in New Mexico. Better 
incomes for more people naturally means a bigger 
market, but coupled with the changed character of 
the population, it means that the market is also 
a different market, wanting different goods. 

For example, most of the reduction in New Mex- 
ico’s farm population has been among the small 
subsistence farmers. Formerly existing on the 
very fringe of the cash economy, they have in their 
move to an urban way of life acquired in many 
instances electrified homes heated with fuel which 
has to be purchased, and they find that they have 
to buy most of the things that they formerly could 
get directly by their own labor. Being hooked up 
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to the electric line and the gas line, they have be- 
come customers, potential and actual, for all kinds 
of appliances. 

Equally important is the fact that the consump- 
tion patterns of people both on and off the farm 
have changed. Concrete evidence of this is found 
in their changed living facilities. Compare in 
Table VI, for example, the percentage of dwellings 
which were equipped with means of better living 
in 1950 with those so equipped in 1940. 

Other changes, equally important, have resulted 
from the changed character and increased buying 
ability of New Mexicans, the principal upshot of 
which seems to be that consumers in New Mexico 
are becoming more like consumers throughout the 
United States. And the national pattern of con- 
sumer living and spending has undergone impor- 
tant changes. 

One of the most important of these is the de- 
termined quest for more leisure. To get any job 
done better in less time and with less labor is the 
great American drive, whether it be harvesting 
crops, milking cows, turning out a machine tool, 
getting meals, or cleaning the house. Two things 
motivate it: lowered costs and more leisure. 

A large part of the answer is mechanization, 
and mechanization of the farm and home has had 
an impact upon the economy at least as great as 
the mechanization of business. It’s made a market 
for such things as powered farm machinery, milk- 
ing machines, and feed choppers; automatic water 
heaters, clothes driers, dishwashers, and quick- 
frozen prepackaged foods. The resulting leisure 
has created a bigger market for garden tools, 
casual clothes, and sporting goods. Add other new 
items which consumers go for in a big way, like 


Table VI 
HOUSING FACILITIES IN NEW MEXICO 


All Urban Farm 

Homes with Homes Homes Homes 
Inside running water 1940 39.5 72.3 13.8 
1950 69.6 87.6 39.8 

Electric lights 1940 49.2 81.8 17.5 
1950 83.6 97.3 58.1 

Inside bath 1940 27.3 55.0 7.6 
1950 56.9 74.6 29.2 

Mechanical 1940 27.0 45.7 11.0 
refrigeration 1950 63.5 75.9 44.6 
Utility gas 1940 20.1 44.1 2.7 
1950 51.1 75.6 71 

Radio 1940 53.2 72.5 36.7 
1950 85.9 93.5 14.4 


Source: U. S. Census. 


air-conditioners and power mowers, and all the 
new items which manufacturers are offering and 
planning to keep the consumer spending, like 


| 
| 


plastic auto bodies, electronic cooking stoves, and 
you get as the sum a market that taxes the 
imagination. 

Changing consumers and changing markets are 
merely part of— 


Change No. 7, the changing economy, both lo- 
cally and nationally. In New Mexico the economy 
appears to be emerging from its primarily agri- 
cultural character, and although the extractive 
activities of mining and lumbering seem to be as 
important as they were before the war, manufac- 
turing has gained in significance and banking, 
transportation, business and professional services, 
and trade are more important as employers of 
labor. Moreover, the events of the last decade have 
seemed to knit New Mexico’s economy more 
closely to that of the Nation. 

The national economy has a new look too. The 
high level of capital spending is one important 
evidence of that. For one thing, it’s an expanding 
economy, based on a philosophy of “Wants Unlim- 
ited.” At the same time there’s reason to believe 
that it’s a more stable economy with built-in de- 
vices to bolster it such as unemployment insur- 
ance, guaranteed wage plans, more equal distribu- 
tion of income, agricultural subsidies, and a large 
set of inflexible government payments. Moreover, 
the role which government plays in the ups and 
downs of business activity is more important than 
ever before. 


But Can We Have a Depression? 


To get back to the original question, even 
though the economy has changed, this does not 
necessarily mean that there can be no depression 
—that we’ve succeeded in wiping out the business 
cycle. It’s true that consumption and production 
have both reached new and higher planes, that 
consumers are buying in such volume and variety 
and demanding such an ever-increasing list of new 
goods and services that there seems no end to the 
expansion needed to satisfy them. It’s also true 
that during the past twenty years we’ve created a 
vast complex of machinery (mostly govern- 
mental) for dealing with depression as soon as it 
rears its ugly head. 

The very facts, however, that the economy is 
different and that the machinery has not been 
tried make it impossible to appraise the conse- 
quences of any necessary readjustments in the 
structure of costs and prices. Readjustments there 
must be—they go on all the time—but occasionally 
major readjustments have to be worked out. And 
then we have a depression. 

As soon as a major readjustment shows signs 
of developing, you may be sure that the formidable 
machinery of government will be set to work (re- 
gardless of the party in power). It is impossible 
to say exactly what devices will be used—Federal 
Reserve discount rates, bank reserve ratios, FHA 


interest rates, Treasury borrowing, public works, 
subsidies, stockpiling, or any of the others in the 
vast list of those available. Right now the Council 
of Economic Advisors and the President’s new ad- 
visory board are grappling with plans to head off 
any recessionary factors. 

Considering all the factors in the new economy, 
it seems as though we don’t need to expect another 
depression as bad as that of the thirties. But those 
readjustments have to be made. The question is: 
“How effectively will the new consumers and the 
new controls sustain the economy through a period 
of readjustment?” 


Construction—Where to? 

As indicated above, one of the big worries con- 
cerning the outlook for business is the feeling that 
construction activity is in a decline. There’s been 
a lot of vague talk in the past year that construc- 
tion was going into a tailspin soon. But the figures 
for New Mexico don’t show it—yet. There was 
some let-down during the latter part of last year, 
but the year as a whole turned out to be the big- 
gest on record. This year there was some decline 
in employment from the level of a year earlier, 
but throughout the first six months building per- 
mits have consistently exceeded those issued in 
the same period of 1952, sometimes by very 
substantial amounts, as can be seen from the 
following indexes of building permits issued 
(1947-49 — 100): 


Jan. Feb. Mar. April May June 
1952 123.0 168.0 1042 1828 187.38 162.2 
1953 860.1 193.8 220.7 374.7 1443 192.8 


Issuance of building permits usually indicates 
what the level of construction will be for two to 
eight months in the future, and although not all 
construction is covered by building permits (ex- 
cluded are buildings outside of permit areas, high- 
ways, sewers, etc.), the increased volume of per- 
mits issued in 1953 does not seem to forecast any 
substantial decline in construction activity for 
some time to come. 


Farm Prices—Down Again 


It’s not news to farmers and ranchers, of course, 
but the decline in farm prices, another of the big 
question marks in the outlook, continued again in 
June after having levelled off in May. Livestock 
prices suffered most. They were off 12.6 per cent 
from May and a full 30.0 per cent from June 1952. 
Farm prices for crops were off an average of 1.8 
per cent from May and 3.5 per cent from a year 
earlier. 

The decline in the farm prices of agricultural 
commodities is apparently showing up in the retail 
markets. Average prices for fresh fruits and vege- 
tables at mid-July in Albuquerque food stores 
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were lower by slightly more than 10 per cent than 
they were a year earlier. Average beef prices were 
down nearly 25 per cent. On the other hand the 
retail prices for pork and eggs were up. These 
comparisons of average prices for mid-July 1952 
and 1953 may be of interest: 


Average prices in mid-July 
1952 1953 


Carrots, per bunch 14.6¢ 13.3¢ 
Lettuce, No. 60 head 15.4¢ 18.8¢ 
Onions, per lb. 12.0¢ 8.4¢ 
Canned tomatoes, #2 cans 19.0¢ 16.9¢ 
Round steak, per lb. 104.5¢ 80.5¢ 
Veal cutlets, per lb. 117.4¢ 718.5¢ 
Hamburger, per lb. 65.0¢ 48.0¢ 
Pork chops, per lb. 717.8¢ 83.5¢ 
Bacon, per lb. 66.1¢ 85.9¢ 
Eggs, per dozen 69.0¢ 15.3¢ 


Mining—Up and Down 


Another important element in the outlook for 
New Mexico’s economy is the course of mining. 
There are four important segments of the State’s 
mining industry: metallics (largely copper, lead, 
and zinc), coal, nonmetallics (principally potash, 
but uranium-bearing ores are showing signs of be- 
coming important), and oil and gas extraction. 

Not all segments are faring equally well. Pro- 
duction of metallics has been lagging all through 
1953, as can be seen from the following indexes of 
production (1947-49 = 100): 


Jan. Feb. March April May 

Copper 

1952 180.5 1220 1283 1845 187.8 

1953 1085 1029 1161 1189 116.9 
Lead 

1952 106.0 109.1 118.7 107.7 1168 

1953 87.9 90.9 60.5 43.0 42.4 
Zine 

1952 142.1 1466 148.0 159.1 153.0 

1953 95.3 83.3 52.6 34.4 35.4 
All metals 

1952 181.4 1294 1814 1401 139.8 

1953 102.1 94.7 89.2 84.2 83.2 


Production of coal which has been in serious de- 
cline for years, has continued to decrease steadily 
in 1953. 

The other two segments of the State’s mining 
industry, however, have enjoyed continued pros- 
perity and increasing levels of activity, so much so 
that they’ve been able to keep the level of employ- 
ment in mining about equal to that of 1952, the 
highest in recent years. 

May’s employment in exploration and extraction 
of oil and gas was about 600 workers higher than 
a year earlier. Much of the increase was attribut- 
able to exploratory activities, but actual produc- 
tion has also shown substantial increases over last 
year, as can be seen from the following indexes of 
petroleum production (1947-49 — 100) ; 


Jan. Feb. March April May 
1952 128.8 103.3 159.5 141.2 12.2 
1953 147.1 137.9 156.6 156.6 160.8 


Employment in non-metallics mining was down 
somewhat from a year ago. It’s probable, however, 
that none of the drop was in uranium or potash 
mining. Most of the employment in uranium would 
not appear in the non-metallic groups because of 
two reasons: a good deal of the exploration is be- 
ing done by individuals working for themselves 
and not reported as wage workers, and much of 
the developmental work is begin done by concerns 
who are not reported in this mining group. If 
potash production may be taken as an indication 
of potash employment, it was at least as high as it 
was during the earlier months of the year and 
considerably higher than a year ago. The indexes 
for potash production for the first five months of 
1952 and 1953 were (1947-49 = 100): 


Jan. Feb. March April May 
1952 140.8 144.4 160.3 . 156.5 167.2 
1953 189.5 178.9 201.2 191.3 196.6 


What may be the course of production of the 
principal metallics in the immediate future is a 
wide open question. It depends pretty largely on 
the course of prices, and at present the prospect 
for higher prices does not seem good. The outlook 
for both petroleum and potash, on the other hand, 
seems quite encouraging. 


R. L. E. 
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| @ BUSINESS ACTIVITY IN NEW MEXICO 
Per Cent Change Per Cent Change 
Indicated Month Indicated Month 
Index Compared With Index Compared With 
Same Same 
Precedi: Preceding 
it 
Month Year Month Year 
Life Insurance Sales ............ 247.2 — 16.4 + 16.6 Services & Misc. .............. 
166.0 — 41 + 6.1 Government + 
Bank Loans and Discounts ...... "147.8 + 39 + 28.6 Contract Construction .........  — + 31 - 
Demand Deposits ............... "140.9 = 92 144.3r — 61.5r + 7.5r 
Time Deposits .................. "162.1 0.0 + 16.9 Petroleum Production ........... 
Postal Receipts ................. ” 158.1 — 5.5 + 10.8 Electric Power Production ...... * 170.0 + 
Wage Employment ............. ” 185.4 + 0.9 + 49 Mine Production—Metallics ...... . 83.2 — 12 — 40.5 
Manufacturing ............... "178.7 + 18 +140 Mine Production—Copper ........ * 116.9 - - 
" 1294 + 1A 0.9 Mine Production—Lead .......... 
Transportation & Util. ........ ” 429.6 =. €5 + 6.0 Mine Production—Zine .......... = 35.4 + 3.0 — 76.9 
"136.6 + 18 + 69 Mine Production—Coal .......... = — 
Mine Production—Potash ........ " 196.6 + 2.8 + 17.6 
= 98.3 + 0.3 — 27.0 
JUNE DATA (1947-49 Mo. Av.=100) 
Bank Loans and Discounts ...... ”" 146.6 — 0.5 + 18.7 
Demand Deposits ............... ” 189.8 — 08 + 4.7 
JULY DATA 
Retail Food Prices in Albuquerque .. 107.8 — 05 — 39 
(Sept. 1949—=100) 
BUSINESS ACTIVITY BY DISTRICTS 
District 1 2 3 4 5 6 7 8 9 
Present Month Compared with Last Month: 
PE er en + 9.2 — 8.1 —i2.5 +11.1 + 5.0 — 2.1 + 13 +14.0 + 4.1 
Loans and Discounts ............... — 1.4 — 2.7 —16.9 + 1.8 — 9.2 —11.1 + 0.4 +25.4 — 3.3 
+ 2.1 + 2.4 — 0.1 — 0.1 —14.0 — 0.8 — 6.6 — 0.9 — 14 
1.1 + 0.6 + 1.7 + 0.3 — 5.1 + 1.0 —17 + 4.7 + 2.8 
— 8.5 +13.8 +16.3 + 2.5 — 0.7 + 7.9 + 3.6 + 9.2 + 6.0 
Present Month Compared with Last Year: 
+26.0 —11.7 — 5.5 +23.9 + 3.4 — 7.8 — 9.1 +30.7 + 8.7 
Loans and Discounts ............... — 1.5 —13.8 — 9.4 +44.5 + 2.0 —10.0 +28.8 +54.2 + 1.2 
+17.1 + 1.5 + 0.8 + 8.5 — 7.7 — 3.8 — 3.6 + 6.6 + 6.5 
+18.9 +16.2 +23.8 +17.8 + 9.1 +24.4 +11.3 +381.6 — 9.2 
+14.8 +19.1 + 9.1 + 5.1 —11.8 + 9.8 + 4.2 +30.6 + 6.9 
i 1 Producti Producti Electric Pi Production: Federal P Commission 
‘ower uction : ower 
» Metallics Production: U.S. Bureau of Mines 
Life rahe ay Seles (New Ordinary) : Life Insurance Agency Manage- Coal Production: N. M. State Mine Inspector 
ment Associa Farm Prices: U.S. Bureau of Agricultural Economics 
Wage te evar (all categories): N. M. Employment Security Bank data (all series), Postal Receipts, Building Permits, and Retail 
Commission Food Prices in Albuquerque: Bureau of Business Research 
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